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THIS article presents annuel data
cp foreign direct investments in the
United States for the 1062-71 period.
Breakdowns, by country and by indus-
try, of tie value of foreign direct
investments, net capital mflows, esrn-
inga, reinvested sarnings, and income
paid out in tha form of dividends,
interesi, snd branch earmings are shown
in tables 1 and 2. {These items =rs
defined either in the text or in the
Technical Note at the end of the arti-
cle.] More detniled country by indus-
try dats are presented in tables 5 and
8. This is the first time since the 1962
publication of Foreign Business Insesl-
ments tn Wie Untted Siedes’ that such
detailed information has been made
available. Thot repoxt presented daia
for the 1950-61 period.

The data presented in this article
are based on & sampls of approximately
400 of the larger foreign-owned U.S.

firms.? The somple has been matched
agninst the 1959 benchmark universe of
foreign direct investments in the United
States, and sample data on earnings,
reinvested eormings, income paid out,
and the value of fora:gn direct invest-
ments in the United States have baen
blewn up to umiverse estimates for
each of the years presented. The daia
oh net cepital inflows, however, are n=
repotted by the 400 companies. Since
the benchmark is cut of date, the uni-
varse ostimnies are subjeci to a sig-
vificant margin of error; o new benck-
mark survey is planned as resources
become availabla.

This article 1s in two parts. The first
part summanzes trands In  foreign
direct investments snd in earnings on
such investments during the past dec-
ade. The second part presents the
results of an empirical nvestigation of
the determinnnts of foreign direct
investment in the Tnited States.

Highlights of the Past Decade

Growth of foreign direct investments

As chert 14 shows, the snnusl
change in the velue of the foreign
direct investment position in the Uhitad
States is the sum of net capitnl inflows,
valuation adjustments of the foreign
share of assote held by U.8. affilintes
of fordign fams, end the foreign share
of reinvested emrnings of incorporatad
U.8, affilintes. The value of foreign
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direct investments in the United States
inwreased substentially m the 1962-T1
petiod, from $7.4 billien ot yearend
1061 to $13.7 billion ai yearand I971.
The rate of prowth showed = marked
inerense after 1086: From yearend
1981 o yearend 1968, foreign dirvect
investments grew an average 5332
millicn per year, while from yesrend
1968 to yearend 1971, they grew on
average $930 million per year. These
figuras correzpond to snhually com-
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pounded gvowth rates of 4.1 percent States rose only #4584 million or 5.3 when there was widespread anticipation
and 8.6 percents, respeciively. percent. This relatively small increass that & number of leading currencies

In 1971, however, the wvelue of resulted from developments in the would appreciate against the dollay,
fureign direct investments in the United second and third quariers of the yesr, As a result, there was & larga ovtflow

Table 1. ~Fuoreign PHreot Investments in the United States, Sslected Data Iteme, by 'Gnuul:r_v and by Tadastxy
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from the United States of foreigners’ fow -to Japsnese parent firme arcse took the Iorm of an accelarated repay-
direct investment capital to Jopan snd from prepayment for imports by their ment of credit extended by Swiss
a smaller bué nevertheless substantinl TU.8. teading company effiliates, while parents of two US. manufactaring
flow to Switzerland. The capital cut- the flow to Bwitzerland apparentdy affilistes. Leavingy aside these two

Table 2—MNet Capital Inflows to Forsign IMreot Investiments in the Unfted States, by Country n'ml by Industry
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sets of transections (totaling $640
million), the wvalue of foreign direct
investments in the United States would
hatwe Tizgan 8.1 percent in 1971. Pre-
liminary deta suggesiz that the rate
of srowth of foreign direct invest-
ments in 1972 wes similar to the
averaga growth rate in the 1967-71
. period,

Qoo [actor enconraging the accalera-
tion o direct investment here In
recenb years was probably the growth
of the Eurodollar merket. Foreign
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firms that are discoureged by exchange
eontrols from using national funds
to invest abroad san tep the wnregu-
lated Eurcdollar mariet for financing
such investmanta.

Foreign investment hers may have
also been encouraged by the 1967
acblon of the Securities and Exchange
Commission whereby it modified its
rules rerarding financial reporting of
foreign-owned U5, firms, The new
ragulations allow such firms’ aecounting
practices to deviete from those com-

A CHART 15
Distrilurtion of Foreigw Direct nvestmets ia the United States, 1962 amd 1971
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monly employed by U.5. firme in order
o mesh better with those of theip
foreign parents,

Another factor ia the merger move-
ment among Evropean firms. Given the
seale of the U S, aconomy, -the size of
tha required investments in the United
States is large by Buropean-standards.
Thiz problem appesrs to hava been
alleviated in the latter part of the 1960%
by s merger movement among Western
European firms. The investments re-
lated to this movement oceurred pri-
marily in the T1.5. chemieal, steel, snd
fabricated matels industrios.

In addition to these institutional
factors, the empirical yesults presented
in the second part of this article suggest
that the sxpanding U5 market huas
bad & substantial impact on the sige of
the annual additions to foreign direct
mvestments m the United Statea.

It might e noted that, with a few
excephions, foreign-owned U.B. {firms
are small by T.8. standards and ne T.5.
industry is domineted by such firms.
They do, however, bave a significant
position in & fow industries (&g,
phermaceuticals and nickel production).
In addition, a very common cherae-
teristic iz that the foreign ownearship
shere in an affiliate is large, often reach-
ing 98 percent.

Country of ownership

Daspits the accelerstion in invest-
ment hers by foreignars, thera hes been
little change over the 1982-71 period
in the distribution of forelgn direct
mvestiments by country of ownership
{chart 15), Kuropean countries continue
to hold the major share of foreign direct
investments hers, accounting for 69
percant of the total at ysarend 1962 and
For 73 percent af verrand 1971,

The United Kingdom has tradi-
tionally had the lorgest holdings in
U.8. firms ($4.4 billien in 1971}, How-
ever, the industry distribution of those
mvestments has changed considershbly.
In 1962, the largest British direct in-
vestiments were mn insurance (mainly
fire, mering, and onsualty), bui British
investments in manufacturing and
petrolenm firms are now considerably
larger than their investments in insur-
anos firms (sea table 5).
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Canadian direct investmente in the
Tpited Btates {$3.3 billion in 1971}
kave ranked next in size to those of the
United Kingdom. A laxge part of that
investment has been in manufactioring
(2.0 billion, in 1971}, but invastment
in the “othar industry" category has
alzo been significant. In fact, the largest
foreign direct Investment in .5, utili-
fies arizes from the extension into the
TUnited States of ¢wo major Canadian
railronds.

The NMatherlands and Switzerland are
tha twvo continenial European couniries
with sizable positions in U.S. firms.
The largest Dutch investmenis have
hoen in the petrcleum industry, pri-
merly conssting of an interest (shared
by the Britdsh) in & majer TS ol
company. Swiss investments are Jargely
in menufastaring, especially in pharma-
centicals and food produscts.

Industry of investment

The foreign direct investment posi-
tion in U.S. manufacturing ($6.7 billion
at yearand 1071} greatly azceeds that
in any other industry and manufae-
tormg's shere of totsl investment has
grown significantly during the decade,
from 38 percent in 1962 to 40 percent
in 1971 (chart 15). As withk total
Foreipn direct investment, the invest-
ment in mapufacturing has grown more
rapidly in recent yaars than earlier in
the 1060Fs. Petrolenm investments hava
also grown substantially in the past
dacade and are now larger than those
in the "ipsuramce and other finanse™
ontegory, which was the second largest
in 1962, Tho fect thet many Stintas
iimit or prohibit foreign owmership in
banks has probably contributed to the
decline in the chare of totel investment
represented by “insurance and other
finance”. Treding companies’ share of
tota] investment has alac declined over
the decede. Such sffiliates provida
marketing outlets in tha [nited States
far goods preduced by their foreigm
parents. Most of the deeline shown in
chaxt 15 reflected developments in
1971 when there was a sherp decline
in tradipng compsny investments duve
to the sackivities of Japanese-cvmed
wwading companies as noted eazliar,
However, there was a signiflcant ero-

SURVEY OF CURRENT BUSINESS

gion before 1971 in-the {reding com-
panies’ share of total investrnent.

Components qf annual additions to
Foreign direct investment

The two main components of the
annual addition to the foreign direct
investment position in U.B. enter-
prises have heen net capital infows
and reinvestad earnings; valuation ad-
justmenis hava generelly heen small.
Of the approximately $6.3 billion added
to the value of foreign direct invest-
ment in the years 1982 through 1971,
5248 billion ceme from net capiial
inflows while nearly 33.8 billion was
reinvested earnings. The valua of the
foreign share of T1.5. firms’ assets was
adjusted downward by only $10¢ mil-
lion net during the dscade.

Reinvesied esrnings are defined to
include only the foreign share of undis-
tributed esrnings of incorporeted affili-
ates. All esrnmgs of  braoches are
treated in the U.S. helance of payments
accounts us if they were remitéed to the
parent as income and any actual rein-
vestment ie the United States is
traated as an offseiting capital inflow.
This treatment tends to undarstate
the imporiance of reinvestment. For
example, if branchas in 1971 reinvested
the same proportion of earninps as
incorporated affilintes did, total re-
investment including that of branches
would have heen 3100 million greater
than the $403 million reported by in-
corporsted affiliates.

Chert: 14 shows that reinvested
earningg bave heen 4 wmuch mora
stable component of the annual addi-
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tions to foreign direct investmeni than
have met capital inflows, perficulerly
mm the 1947-T1 peried. (Net capital
inflows are the sum of new investiments,
liguidations, and changes in inter-
vompany accounts.) Two factors are
principally responzible for the insta-
bility of net capital inflows: {1) balances
on intercompany accounts—whick pri-

- marily show the mndehtedness of the

offiliates to thelr parenis or vice
versa—are sffected by expectations of
chenges in axchange rates, as evidenced
by the Japanese trading eompany ac-
tivities of 1971; and (2) new invaest-
ments tend to be Jampy and discon-
tinucus. For example, in 1970, when
the total flow of new investments was
%796 miflion, a single transacticn in-
volving & 1.5, snd a British petreleum
firm accounted for slmost $400 million
of the total. In 1071, there was no
compsrable transaction and the total
flow of new imvestments decreased to
5255 million. This slso contributed to
the moellness of the 1071 dncresss in
the valus of foreign direct investments
in the United States, az mentioned
above.

Since 1062 there has bean a steady
decline in the share of sarnings rein-
vested by foreign-owned TS, patroleum
firms, largely refiecting the use by a
forsign parent cornpany of the sarnings
of one U.S. affiliste to finance pro-
duction facilitiss outside the United
States. Manufueturing frms, on the
other hand, repatriated & significantly
amaller share of earnings in the 1967-71
pariod than m 1062-86 and this con-
tributed to the rapid growth of mann.
facturing investments in recsnt yesars.

The Return on Foreign Direct Investments

TABLE 3 gives alternative measuras of
the return on foreiem direct invast-
ments in the United States. Lines A
through F give the hasic components
used to calevlate the various measures;
panel G gives the dollar return on the
basis of each of the four measures; and
panel H gives the percéemtago rates of
raturn, based on the +value of the
foreigm direct investment posifion at

the beginning of the year, for three of
the measures. The following paragrophs
deal with the components one by ome.
Defnitions are piven in tha faxt or in
the Tachnical Wote st the end of this
article.

MNet earnings of foreign-owned TS,
branches were $222 million in 1971, an
inerense of $111 million from 1870
(line 4). Im=urance branches accounted
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for $104 million of the inerease.

The foreipn direct investors’ receipts
of common stock dividends from iheor-
porated TI.5. affiliates wers $348 mil-
liom in 1971, an increase of $89 million
from 1970 {line B}. Manufactoring
osffilintes wors, 25 usual, the larpest
soures of dividends. 118, withholding
taxes on dividends in 1871 were $29
million (line C). These are taxes paid by
ineorporated T1.8. affiliates to the U.5.
Government in connection with divi-
dends on common stock paid to foreign
direct investors. The withholding tax
Tata dapends on the tax freety with the
country of the foreign pavent.

The foreign direct investors' share
of the reinvested earnings of incor-
porated U.S. affilintes was 3483 million
in 1971, up from $434 million in 1970
{Iine D). The sharp rise in earnings of
foreipn-owned U.5. corporafions made
the increase possible.

Interesi received by direct investors
from ibeir 1.5, afflintes wos $45 million
in 1471 {line E;. :

I CHART 16

Retwn oa Foreign Direct
Investments in the Usited States
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Foreign direct mvéstment royaliies
and fees we net payments by US.,
affilinies to fowpign divest investors
which talee the form of: (1) royalties,
License fees, and rentsls, which include
parent company cherpss to cover &
portion of the funds spent by the
perent firm For research and develop-
ment of new products and processes,
snd rental fees for the wse of tangibla
property; ar {2) management fees and
service cherges, which represeat sn
nliocation of adminisirative and other
axpenses ipenrred by parent finns on
behelf of their affilistas. Thesa fpures
are net of any payments by foreigm
parents to the U.S. affiliates. Table 4
shows data on royaltizs and faes on an
ares basis. Foreign direct Investment
roynltios and fees were $04 million in
1971, down from %111 million in 1970}
{line F, tahle 3). Historically, the
laxgest share of royslties snd fees has
been paid to Canadisn parent firms.
Farants of manufacturing affilistes re-
ceive most of the royalties and (ees.

Alternalive megsures of refurn

Four useful messures of the dollsr
rehurn on foreign direct investment,
reflecting alternafive analyiic view-
points, cen be obiaimed from different
combinetions of the components in
lines A through F. These retwms are
ghown in panel G of table 3 and in
chart 16, and corresponding rates of
return are shown in panel H.

The earmings measure of retorn,

which reflects the viewpoint of the
affiliates, is the sum of branch earnings,
dividends, withholding taxes, and rein-
vestad earpings of incorporated affili-
ates (lines A+B+C+D). Payments
of interest and of royalties and fees are
exeludad because thay sre costs to the
affilintes.

Earmnings of foraign-owned U.S. firms
incressed 3256 millicn, or 30 percent,
to $1,110 million in 1971. The sarnings
of Crnadian-owned manufesturing firms
snd British-owned insutrance firms wara
priroarily respensible for the rise, in-
oreasing $80 million and $57 million,
respactively. Earnings of foreipn-cumed
T.8. corporations were up 20 percent
in 1971, while earnings of all U5,
corporations were up only 14 pemunl;
A word of caution in drawing compari-
sons: The earnings fipure for foreign-
owned US. corporations is the foreign
share in these corporations’ esrpings;
therefore, earnings of foreign-owned
3. mrpor&ﬁons will rige if the foraign
share of equity in these corporations
inereases during the years.

The adjistad earnings measure focuses
on the return renlized by the paremt
firm. It is equal to earnings of affiliates,
85 defined sbove, plus interest paid to
parenis less withholding taxes paid to
the U8, Government on common stock
dividends (Jnes A+B+D-E}. Interest
i= included becausze it ropresents o
rafurn on loans made by the parent to
the affiliste and such loans are ineluded
in the value of foraign direct investraents
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in the United States. Interast paid by
foreign-owned T1.5. firms on loans from
their parents has always been small;
therefore, the difference betwean earn-
ings and adjusted eamings has been
slight. Withholding taxes are emcluded
gince only the dividends actuslly re-
ceived represent a bensfit to perent
firms. In 1971 adjustad earnings were
$1,122 million.

I CHARY 17

" Rates of Return on Foveign Divect
brvestrents iy the United States and on
Total Manefactering in the Umited States’
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The broad earninge concept iz the
most complate measure of the benafits
recsived by foreign direet investors
from their U.8. affilintes. It is caleulatea
by adding roysltics and faes to adjusted
earpings (lines A+B4+D4-E4F). In

1971, broad eamings totaled $1,218

million.

The balanece of paymenis ineome meas-
ure f{lines A4+B4E+F) focuses on
other nations’ retuwns on dirset invesi-
ments in the Pnited Statos as recordad
in the US balance of peyments
sccoznte. Reinvastad sarnings sre thus
excluded. (A revision of the TS,
balance of payments aceounting frame-
work thet would include reinvested
epmings is being considerad.) From the
bhalance of payments viewpeint, the
Teturn to other countriss on forsign
direct investments in the United Staies
was $7158 million in 1971,

Chsrt 16 indicates that ail the
sltorpative measures of the dollar
Teturn on foreign direct investmenis in
the United States increased substan-
tially over the 1862-71 period. The
incrense was sharpest om the earnings
hasis and slowest on the broad earnings
basis.

Chsrt 17 preseniz rates of return
frem all [oreign-owned T3, firms,
foreign-owped U8,  menufacturing

15

firme, and all U.S. manufesturing firms.
The rate of return from all TS,
manufacturing firme {as computad by
the First National City Bank of
New York) is w return on net worth:
adjusted sgrnings, the most comparabla
meamure, is vesd for caleulating rates
of returmn from all foreign-owned U.S.
firms and frem foreign-owned W.S.
manufasturing firms? The chart indi-
cates that the rates of return from
forsign-owned U8, manofacturing firme
snd from all US. manofecturing firms
wre hoth related to the U.8. business
cyocle. While the rate of returm from
all T1.5. manufscturing firms hes always
bean higher than thet from foreign-
owned U.5. manufacturing firms, the
gap has narrowed sobstantielly in
recent year® (to only 2.0 percent in
1971). This probably reflects tha fact
that many of the foreign direct invest-
ments in manufecturing, which wera
atarted in the late 1950°s, are only
now becoming seasoned Mvesttnents,
The rate of return from o]l foreign-
owned IS8, firma heas always been
less than that from foreipn-ownad
US memdacturing firmes since tha
generally low rates of return on foreign-
owned T.3. banks and insurence firms
have pulled down the all-industry rate
of return.

The Determimants of Foreifn Direct Investment
in the United States

THIS section of the article presents
the resulis of an investigasion of three
possible determinants of forelgn direct
investment in the TUnited Sistes: (1)
the size of the host country's markst
{the host country being that in which
the investment takes place); (2} the
merket’s rate of growth; and (3} the
level of tariffs in the host country.
Our investigation was linoted to thess
three factors, although it is recogmized
that other factors—euch as rates of
return, wage differentiala, transporta-
tion costs, the supply of wswvailable
funds, and differentizl rates of inflation
—may alse have influenced foreign
investment. '

It woas hypothesized thet the thres

factors are each positivaly related to
foreion direct investment in the United
States. The evidence indicated that
only the size-of-mmarket hypothesiz con
be supported statisticelly. Io  dhis
respact, the findings presented here are
sitnilar to those of a recent study of
the determinants of U.B. direct in-
vestment in the Common Market.!
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Analytical fratecork

The despendent variable used is tha
annual change im the foreipgm direst
investment position, denoted by Al
Tha size-of-market hypothesis is testad
by relating Al to host country GNF,
denoted by Y. GNP is thus amumed
to adequatsly refleact the potential
demand for an affilinte’s cutput. The
marlcat-prowth hypothesiz is  tested
in two alternative ways, by relating
ATl to the absolute chanpe in US
GNF (AY) and to the percentsgs
rate of growth of U8, GNP (4Y/Y).

Bacause tariffs maks & foreign coun-
try's exporte less competitive with
goods produced in the host coun-

try, it is frequently argued that high -

tariff lewals oncouvrage direct invest-
ment. Howevar, the imreversible natnre
of many direet investmenés suggesis
that it may not ba so much the surrent
ievel but expectad changes in the level
of tariff which affact diract investmeant.
Both forms of the hypothesis ware
examined.

The lavel of the US. tanfl barrier is
represented by the ralio

total tariff proceads
total valua of dutiable imports

Another prexy used in other studies
replaces the denominator of T by the
total valoe of all imports.s However, &
ratio celevlated that way could move,
suggesting a chenge in the level of tha
toriff barrier, f there wers simply a
chonge in the dutiable-momdutiskla
composition of imporis. This is not to
suggest that the ratioc T suffers from
oo conceptuel difficultes. For example,
T could move if there wera o change 1
the compoztion of dutiable imports
ance tariff rates differ among com-
modity groups. In addition, T ecomld
fall az tariff barriers become hiph
enough to bs completely prehibitive;
howaver, the other proxy is subject to
thix same eriticism.

Ezpected changes in tarifl barriers

are Tepresenied by the annual chanpe

T

39

in the ratic T, denoied by AT. This
implies that Brms use pest experiance
in pradicting the fulare—sa common
gzsumption in  economic literaturs.
While the relatdonship betwesn al
snd T should be positive (i.e., the two
variables should meve in the seme direc-
tion), that between AL snd AT may be
either podtive or inverse. If firms ex-
pect tariff lavels to rise in the future
because they rose in the past. the
relationship batween AL and AT would
be positive. If, on the other hand, a
Tise in the lovel of teriffs was expectad
to be temporary and reversible (as with
“temporary” surcharges}, the relation-
ship beiween Al and AT could be
inverse.

Empirical results

A number of combinations and vari-
ants of tha three hypotheses (size-of-
merket, market-growth, tariff-berrier)
were {ested by applying the ordinary
least squeres repression lechnique o
annual daga for the 1952-71 period.
The mest interesting resulis of these
tests are summarized in table 7. Equa-
tions (1)-{4) each contain three ex-
planatory variables representing differ-
ent wersions of the thres hypotheses.
Equations (5] and (6) test afl three
hypothesss but also sxemine the pos-
gibility that foreign direct investment
in the United States iz influenced by
both tha level of and axpected changes
in texiff barriers.

The size of the V.S, market (Y)
wagz the only variable siatistically signif
icant {at the one percent lavel} im all
equetions and its cosfficient always
bad the expected positive sign. How
ever, there wers relatively large flue-
toations in the size of jts eonficent
among equations. All other coefficients
wiose gipns couid be theoregically
specified were incorrectly signed (the
sign of the coefficient of AT wasz left
unspecified), but the only statistically
significant coefficient for these other
variables as indirated by the "6 ratio
was that of the annual change in the
siza of the T1.5. market {AT) in equation
{3). However, the Durbin-Watson ste-
tigtic for equetion (3) indicates the pres-
ence of positive serig] correlation; this
imparts en upward bias to the b’
raiin (the measore of statisticel sig-
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Table ? atlops loxr Explointng Changen in the YValos of Foraign Direct Invegtments
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nificance) and thus mey lead ome to
erroneoualy find a variable significant
when it I8 not.

Thess resulés resemble those of the
Scaperlanda and Maner study of U8,
direct imvestment in the Common
Market, in that only the eige-of-
market hypothesis can be supporied.
However, Seaperlanda and Mauver ob-
tained meﬂimnts of determination
(K7 in the neighborhood of 0.95, whila
the velues for the squations prmnt.ed
here cluster around 0.72. More im-
portently, the standard error of ee-
timate for the eguations presented here
iz consiztently & much highar perosniage
of the avernge value of the dependant
variable than was the case in the
Seaperlandsa-hMaver wori.

It should be noted that thiz is =
relatively simple model of direst in-
vestors® behavier compared to the
nccelerator and neoclassical investment
models employed in recent years. Most
of these models, however, alzo rest on
the notion that direct invesiment is
related to the zize of the marlkat for the
sutput of the direct investment firm,

Technical Note

The verious components of the four
rosasures of return on foreign direct in-
voztments presented m table 3 are
defined balow,
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Itam ard dafinition

1. Branch earnings {lina A}: Tha net
earnings of 1.8, branches of foreign
compenies after U8, income taxes, but
befora deplation charges (except amorsi-
zation of the mciual costz of capital
aszets) and foreign taxes. Included in
brench eernings are the foreign shere
in the net sarpings of 1.3, partnerships,
sole proprietorships, and other types of
unincorporatad organizaidons.

2. Dividends (line B}: Dividends on
commen or voting sieck only, nei of
.3, withkolding taxes; dividends are
included in incotne as balance of pay-
ments How items.

2. U.3. withholding taxes (line C):
Taxes withheld om the payment of
dividends {to be distinguished from
income taxes imposed oo the esrnings of
8 businesal. Taxes sre alao withheld by
the payor on interest and preferved
dividends but both interest and pre-
ferred dividends are reporied to BEA
on & net basis and, therefors, our data
on withholding texes relate only to those
on common steck dividends.

4. Rainvested earnings (line D} : The
foreipn parents’ share in the net
sarnings of their 1.8, corporations less
grosa dividends (before withholding
tostes) on common stock,

5. Interest (line E): The net in-
terest received on ntercompsny ac-
counts or on long-term dely of foreign

Ry 1

owned 1.5, uﬂhatmheldh}'thﬂpﬁrﬂnt'
or other nonbauk foreign investors plys’,
proferred dividends—all after dﬂduu«f-
tion of sny U.8. withholding taxes.:
Interest is -included in income &s g
balange of payments flow item. B
- 6. Roysltes and fees (lne F}: Neg ™~
payments by U.S. effiliastes to foreign
direct investors (after withholdimg™
taxes) for the ues of tangible properiy,”
intangible property or vights (patents,
techniques, ftrademarks, ocopyrights,
ate.), and for professionsal, administra- -
tive, and mansgement services. '

{Coniinued from page 28)

oh an acernal basis n hoth the budget
and the NIA—eare genarally recorded
in the budget at the time the checks
are issued. The NIA records taxes paid
by business in the tme period in which
the income is earned rather than at the
time tha texes are paid. Personal
income texes are recorded at the time
of payment. NIA recsipts in 1974
exceed cash collections by 31.7 Willion.
‘The principel timing adjustment on
the expenditors side is for purchases of
goods and services. In the NIA, pur-
chases from the private sector are
recorded mainly ot the time of delivary
to the Govermment. In 1974, deliveries
exceed checks issued by $0.3 billioa.

Land trongactions and miscellanecus
adfustments

All purchases and =ales of land are
excluded from the Federal sactor of the
NIA. The NIA slso excludes receipts
from the sele of oil leases which offset
expenditures in the unified budget. The
sum of these items add $1.9 billion to
NIA expenditures in 1074.

There sre & number of other dif-
ferences hetween the two concepts,
ineluding certain foreign currency trans-
actions, ecapital gains, other smaller
timing adjustiments, and several other
items of lessar importence,



